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Results 9 February 2010
AMMB Holdings Buy
(RM4.61 AMM MK) Target Price: RM5.24
3QFY10 : Arecord quarter BANKING

Within expectations Share Price Chart
The Group’s 9MFY10 net profit of RM766.9m came in within expectations, RM %
making up 77% of our estimates on an annualised basis. Strong income 5.5 70
growth (both net interest and non-interest) on the back of a rapid 4.5 28
expansion in its loans book as well as the recovering capital markets 35 40
contributed to a record quarter, which saw the Group reporting its highest 25 gg
ever net profit of RM268.5m. 15 10
P s acsEszsBaS o

Loans growth expands strongly 225352z igs 3
The Group’s loan base continued on its expansionary path after previous L=2<=2""7320020"0
quarters of anaemic activity, registering a g-o-q growth of +5.5% for the Share price (Ihs) Relative perf (rhs)
current quarter and following on from the previous quarter’'s strong +3.4% Source: Bloomberg
g-o-q growth. On a y-0-y basis, growth naturally expanded at a strong
+11_.1%, the first time it _has_ registered dc_)uble-d_igit g_ro_vyth in a while. On Price Performance
business segment colntrlbutllons, the rgtall banklng dIVI.SI.OI:] saw a +2.8% Price (RM) 4.61
growth on a net basis, while the business banking division recorded a 52 \eek Range (RM) 231 -5.26
+13.7% y-0-y growth. Avg Daily Volume (‘000) 6,333
While growth in the business segment is most impressive especially
against the backdrop of a still-weak global economic environment, we 1M 3M 12m
raise a slight caution on the fact that it could act as a double-edged sword ~ Absolute (%)~ -10.0 B0 Aoz
in the coming quarters. If asset quality is preserved and managed well, ~ Relative (%) 5 e A
then earnings growth will be fairly strong on the back of these
expansionary numbers. Conversely, loan loss provisions could again be
on the rise if economic conditions take a turn for the worse. ey PRI

Market Cap (RM m) 13,895
NPL ratio improves further Issued Shares (m) 3,014
Net NPL ratios have continued to improve, falling to 1.8% (2Q10: 2.2%)  Convertible (m) -
while loan loss coverage has strengthened further to 92.8%. While the =~ Warrant (m) -
sharp improvement in numbers has come about as a result of a rapidly
expanding loans base, it can also be attributed to the Group’s improving
asset quality as the formation of new non-performing loans has been on a Major Shareholders %
sharp decline while recoveries have improved consistently. We note with ANz Funds Pte Ltd 23.8
keen mterest_hoyvever on the slight bqu-_u_p in specific provisions made by e S A MEafifi 155
the Group, wnh its current 9-month provision of RM912.2m just shy of its EPF 124
12-month provision of RM1.04bn made in FY2009. Foreign shareholding (Excl ANZ) ool

BUY call re-affirmed, target price maintained
The Group continues to show consistent operational earnings  ajance Sheet Highlights (RM bn)
improvements and we continue to like its growth prospects over the (@ 31.03.2010) (performance indicators annualised)
medium term. We reaffirm our BUY call and target price. Forward P/E

remains inexpensive at 12.3x while PEG is at an undemanding 0.85x. Total Assets 96.5
Total Liabilities 86.9
Total Debt (Gross) 2.2
Shareholders’ Equity 9.6
FYE 31 Mar % % %
y-0-y Q-0-q y-0-y Return on Assets (%) 1.1
RM m 3010 3Q09 2Q10 chg chg 9M10 9M09 chg Return on Equity (%) 1.7
BV / Share (RM) 3.10
Net interest P/BV (x) 1.4
inc 503.9 4419 4526 140 11.3 1.375.6 1,330.9 3.4
Non-int inc 2543 2175 2248 169 131 7135 409.4 743 Loan/Deposit (x) 83.8
Islamic inc 1785 1437 1686 242 59 5815 4159  39.8 RWCR (x) 15.5
Pretax profit 376.7 344.9 337.6 9.2 11.6 1,067.9 944.3 13.1 Loan loss coverage 86.8
Net Profit 268.5 247.9 240.2 8.3 118 766.9 681.0 12.6
EPS (sen) 8.9 91 83 -24 -126 267 250 119  pBemard Ching
PER (x) - - - 17.3 18.4 hyching@ecmlibra.com
DPS (sen) - - - : : +603 2178 1204
BV (RM) 3.10 2.84 3.01 3.10 2.84

P/BV 15 1.6 15 15 1.6
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A closer look into the numbers

Loans growth expands strongly

The Group’s loan base continued on its expansionary path after previous quarters of anaemic
activity, registering a g-o-q growth of +5.5% for the current quarter and following on from the
previous quarter’s strong +3.4% qg-o-g growth. On a y-o-y basis, growth naturally expanded at
a strong +11.1%, the first time it has registered double-digit growth in a while. On business
segment contributions, the retail banking division saw a +2.8% growth on a net basis, while the
business banking division recorded a +13.7% y-0-y growth.

While growth in the business segment is most impressive especially against the backdrop of a
still-weak global economic environment, we raise a slight caution on the fact that it could act
as a double-edged sword in the coming quarters. If asset quality is preserved and managed
well, then earnings growth will be fairly strong on the back of these expansionary numbers.
Conversely, loan loss provisions could again be on the rise if economic conditions take a turn
for the worse.

Figure 1: Total loans growth over the quarters

Total Loans Growth
RM'mn y-0-y (%) g-0-q (%)
3Q07 52,577.9 4.5% 1.5%
4Q07 53,461.0 8.4% 1.7%
1Q08 53,791.8 7.3% 0.6%
2Q08 54,695.1 5.6% 1.7%
3Q08 55,571.8 5.7% 1.6%
4Q08 56,741.9 6.1% 2.1%
1Q09 57,363.4 6.6% 1.1%
2Q09 59,347.1 8.5% 3.5%
3Q09 59,676.1 7.4% 0.6%
4Q09 59,674.8 5.2% 0.0%
1Q10 60,793.9 6.0% 1.9%
2Q10 62,834.0 5.9% 3.4%
3Q10 66,311.7 11.1% 5.5%

Source: Company data

The Group’s loans book continues to be the best barometer of consumer confidence given its
large exposure to hire purchase and mortgage loans. As mentioned earlier, expansion of its
loans book in 3QFY10 on a g-o-g basis was driven primarily by its working capital and other
loans, both registering +10.8% and 43.6% respectively and collectively making up 21.8% of its
loans book. The biggest segment of its loans book, hire purchase loans, registered decent
growth of +2.8% for the quarter.

The stronger loans growth in the current quarter has resulted in the Group’s loans-to-deposit
ratio rising from 92.6% in the previous quarter to 95.6% currently.

Figure 2 : Loans to sectors, 3Q10 y-0-y and g-0-q growth (%)

3Q10 FY2009/FY2010

Loans to sector % of Portfolio As at 3Q10 y-0-y 4Q09 1Q10 2Q10 3Q10
Purchase of securities 3.7% 2,452.1 20.1% -7.8% -5.1% 35.0% 1.7%
Purchase of transport vehicles 38.1% 25,251.0 30% -07% 03% 05% 2.8%
Personal use 4.7% 3,097.0 354% 16% 23% 43% 24.8%
Credit cards 2.7% 1,786.1 4.7% -15% -0.8% -06% -1.7%
Fixed Assets 2.0% 1,356.9 -251% 01% 0.6% 9.4% -32.1%
Consumer durables 0.0% 3.0 -13.0% -73.1% -31.9% -16.1% 465.7%
Construction 2.3% 1,550.7 411% 2.6% 11.1% 20.0% 3.2%

Purchase of landed property:

(i) Residential 17.2% 11,431.8 25% 14% 02% 0.7% 0.1%

(ii) Non-residential 5.5% 3,619.6 276% 15% 17.3% 2.6% 4.5%
Merger and acquisitions 2.0% 1,301.3 249.4% -7.0% 18.6% -2.3% 224.3%
Working Capital 16.2% 10,711.0 119% -14% -3.7% 6.4% 10.8%
Others 5.7% 3,751.1 79.1% 9.4% 29.3% 0.9% 43.6%
Gross Loans and Financing 66,311.7 11.1% 0.0% 19% 34% 55%

Source: Company data

Loans book continues to
expand, following on from the
previous quarter’'s growth

Strong loans growth can be
double-edged sword however

Loans growth primarily driven
by working capital and other
loans

Loans-to-deposit ratio at 95.6%
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Figure 3 : Loans mix as at 31 December 2009
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Source: Company data

Investment banking and insurance units continue to spur growth

Investment and trading income benefited strongly from improving equity and capital market
conditions, and helped turn investment banking contribution from an RM9.8m pre-tax loss to a
RM149.5m gain in the current nine-month period.

Stronger brokerage fee and commission helped the Group register higher fee income of
RM421.2m for 9MFY10 versus RM355.0m in 9MFYQ9 while improving capital market
conditions saw the Group reversing its losses from sales of securities held-for-trading and
revaluation of derivatives (RM75.8m and RM74.6m respectively in 9MFY09) to gains of
RM38.3m and RM22.5m respectively. Cumulative effects of all these reversals saw the group
registering a strong RM620.6m non-interest income in nine month period under review, almost
double the RM324.7m in the previous corresponding period.

The assurance unit meanwhile registered higher profit during the quarter on the back of higher
premiums underpinned by enhanced agency network and focus on product bundling and
cross-selling.

Figure 4 : Pre-tax profit growth numbers

Cumulative
Pretax profit
9MFY10 9MFY09
RM'000 RM'000 % chg
Retail banking 828,293 769,538 7.6%
Offshore banking 6,682 32,549 -79.5%
Investment banking 149,543 (9,826) n.a.
Insurance 70,016 48,286 45.0%
Others 11,931 104,115 -88.5%

Source: Company data

NPL ratios improve further

Net NPL ratios have continued to improve, falling to 1.8% (2Q10: 2.2%) while loan loss
coverage has strengthened further to 92.8%. While the sharp improvement in numbers has
come about as a result of a rapidly expanding loans base, it can also be attributed to the
Group’s improving asset quality as the formation of new non-performing loans has been on a
sharp decline while recoveries have improved consistently. We note with keen interest
however on the slight build-up in specific provisions made by the Group, with its current 9-
month provision of RM912.2m just shy of its 12-month provision of RM1.04bn made in
FY2009.

Investment and trading income
benefit strongly from improving
equity and capita markets

Big reversals seen, from losses
to gains, contributing to strong
non-interest income of
RM620.6m

Assurance unit sees stronger
profit growth

Net NPL ratio falls to 1.8%, loan
loss coverage higher at 92.8%

Specific provisions continue to
grow however
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Figure 5 : Movement of non-performing loans (3Q08 - 3Q10)
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Figure 6 : Movement of recoveries and write-offs (3Q08 - 3Q10)
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Figure 7 : Movement of NPLs (g-0-q and y-0-y)
NPL @ NPL @ NPL @
31.12.09 30.9.09 g-o-q 31.12.08 y-0-y
(RM'000) (RM'000) % chg (RM'000) % chg
Personal use 16,597 14,963 10.9% 23,334 -28.9%
Credit card 65,589 80,943 -19.0% 65,809 -0.3%
Consumer durables 367 181 102.8% 550 -33.3%
Construction 133,815 148,388 -9.8% 210,848  -36.5%
Residential property 906,708 972,082 -6.7% 968,032 -6.3%
Non-residential property 191,380 248,232 -22.9% 331,595 -42.3%
Fixed Assets 19,032 25,203 -24.5% 23,003 -17.3%
Purchase of securities 55,325 65,761 -15.9% 133,214 -58.5%
Transport vehicles 461,534 474,020 -2.6% 448,699 2.9%
Working capital 342,730 353,516 -3.1% 723,790 -52.6%
Other purposes 40,551 40,100 1.1% 195,942 -79.3%
2,233,628 2,423,389 -7.8% 3,124,816 -28.5%

Source: Company data
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Figure 8 : Snapshot of quarterly performance

Quarterly Performance

Profit & Loss Statement

FYE 31 March (RMm) 3Q 2008 4Q 2008 1Q 2009 2Q 2009 3Q 2009 4Q 2009 1Q 2010 2Q 2010 3Q 2010
Total Interest Income 1104.0 985.5 956.2 958.2 953.8 929.8 876.2 888.1 920.8
Total Interest Expense -631.3 -553.3 -521.7 -499.9 -511.1 -484.3 -457.1 -435.5 -416.8
Net Interest Income 472.7 432.2 4345 458.4 442.7 4454 419.1 452.6 503.9
Islamic Banking 123.7 136.8 124.7 147.3 143.8 156.8 234.3 168.6 178.5
Non-interest income 327.8 260.7 220.0 148.5 302.2 251.4 234.7 224.8 254.3
Operating Income 924.2 829.6 779.2 754.2 888.7 853.6 888.2 846.0 936.7
Total loan & financing loss & provision -95.6 -37.8 -52.8 -25.9 -142.6 -122.8 -136.9 -142.1 -141.5
Overhead Expenses -414.6 -457.6 -417.6 -393.8 -400.9 -407.0 -352.3 -341.5 -396.4
Profit before taxation 325.7 308.6 273.6 325.7 344.9 273.4 353.5 337.6 376.7
Taxation -84.7 -85.0 -69.5 -90.6 -91.6 -87.6 -88.0 -90.1 -98.3
Zakat 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Profit after taxation 241.0 223.6 204.1 235.1 253.3 185.7 265.5 2475 278.5
Minority Interest -43.2 -6.1 -1.2 -5.0 -5.3 -5.9 -7.3 -7.3 -10.0
Profir after tax and Ml 197.8 217.5 202.9 230.1 248.0 179.8 258.2 240.2 268.5
% Growth goq 3Q 2008 4Q 2008 1Q 2009 2Q 2009 3Q 2009 4Q 2009 1Q 2010 2Q 2010 3Q 2010
Net Interest Income 33.1% -8.6% 0.5% 5.5% -3.4% 0.6% -5.9% 8.0% 11.4%
Islamic Banking -2% 11% -9% 18% -2% 9% 49% -28% 6%
Non-interest income 0% -20% -16% -33% 104% -17% -7% -4% 13%
Operating Income 14% -10% -6% -3% 18% -4% 4% -5% 11%
Profit before taxation 45% -5% -11% 19% 6% -21% 29% -4% 12%
Profir after tax and Ml 174% 10% -7% 13% 8% -27% 44% -71% 12%
Selected Ratios 3Q 2008 4Q 2008 1Q 2009 2Q 2009 3Q 2009 4Q 2009 1Q 2010 2Q 2010 3Q 2010
Yield on earning assets 6.1% 5.3% 5.2% 5.1% 4.9% 4.5% 4.2% 4.2% 4.2%
Cost of funds 3.9% 3.4% 3.2% 3.0% 2.9% 2.7% 2.5% 2.4% 2.2%
Interest spread 2.2% 1.9% 2.0% 2.1% 2.0% 1.8% 1.7% 1.8% 2.0%
Net interest margin 2.6% 2.3% 2.3% 2.4% 2.3% 2.1% 2.0% 2.1% 2.3%
Cost/income 44.9% 55.2% 53.6% 52.2% 45.1% 47.7% 39.7% 40.4% 42.3%
Provision/pre-provision income 10.3% 4.6% 6.8% 3.4% 16.1% 14.4% 15.4% 16.8% 15.1%
Gross NPL 7.6% 6.3% 6.0% 5.6% 5.2% 4.1% 4.1% 3.9% 3.4%
Net NPL 4.0% 3.7% 3.3% 3.0% 2.7% 2.6% 2.4% 2.2% 1.8%
Loan loss coverage 68.9% 67.3% 72.3% 74.5% 77.5% 75.1% 78.6% 83.1% 92.8%
RWCR 14.3% 13.3% 14.1% 14.1% 14.3% 15.2% 14.7% 15.7% 15.3%
Loan/deposit 109.3% 109.8% 112.6% 113.1% 110.5% 88.8% 88.6% 92.6% 95.6%

Figure 9 : Historical P/B(x) multiples (2000 — 2010)
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AMMB Holdings

Balance sheet

Financial Summary

Profit & loss account

Price Date: 8 February 2010

Y/E 31 March (RMm) 2008A 2009A 2010F 2011F 2012F
Cash & short term funds 11,045.4 17,186.9 20,628.0 22,005.8 23,303.9
Deposits with Fis 1,387.8 46.0 47.2 48.5 49.8
Securities purchased under repo 52.5 16.8 17.2 17.7 18.2
Securities held-for-trading 6,699.0 1,399.9 1,539.9 1,693.8 1,863.2
Securities available-for-sale 1,850.9 6,626.1 6,804.7 6,988.1 7,176.4
Securities held-to-maturity 1,179.9 780.2 801.2 822.8 845.0
Net loans, advances & financing 52,574.3 56,947.8 59,730.7 62,769.6 66,003.9
Statutory deposits 1,660.2 517.6 549.8 571.4 595.4
Fixed assets 225.6 228.4 224.6 220.8 2171
Insurance/takaful fund assets 1,702.5 2,006.8 2,167.3 2,297.4 2,435.2
Other assets 48136 4,136.4 39411 37834 3,733.6
Total assets 83,191.7 89,8929 96,451.8 101,219.3 106,241.6
Customers@leposits 55,768.9 64,131.5 69,217.8 72,557.5 76,058.4
Deposits from banks 7,117.3 6,135.4  6,442.2 6,635.4 6,834.5
Obligations on securities sold unde 0.0 0.0 0.0 0.0 0.0
Bills and acceptances payables 1,909.2 2,120.2 2,332.3 2,421.8 2,514.8
Recourse obligation-loans sold to C 244.0 155.0 0.0 0.0 0.0
Subordinated obligations 2,210.0 1,090.0 1,090.0 1,090.0 1,090.0
Insurance/takaful fund liabilities 189.8 222.2 233.3 244.9 257.2
Insurance/takaful policy holders® fu ~ 1,512.7 1,784.6  1,927.4 2,023.8 2,125.0
Term loan 1,790.8 351.9 351.9 351.9 351.9
Unsecured bonds 860.0 1,460.0 793.1 797.5 801.8
Other deferred liabilities 0.0 0.0 0.0 0.0 0.0
Other liabilities 4,335.1 45305 4,596.4 4,596.4 4,596.4
Total liabilities 75,937.8 81,981.3 86,984.2 90,719.2 94,629.9
Paid-up capital 2,723.0 12,7230 3,014.2 3,014.2 3,014.2
Retained earnings 1,163.3 11,8232 12,5789 3,462.9 4,416.7
Revaluation reserves 0.0 0.0 0.0 0.0 0.0
Other reserves 3,283.4 3,180.9 3,669.0 3,783.3  3,904.3
Proposed dividend 0.0 0.0 0.0 0.0 0.0
Shareholders' equity 7,169.6 7,736.1 9,262.1 10,260.4 11,335.2
Minorities 84.4 175.5 205.5 239.8 276.4
Total shareholders' equity 7,2563.9 79116 9,467.5 10,500.1 11,6117
Interest earning assets 68,598.6 73,557.5 83,003.7 89,568.9 94,346.4
Interest bearing liabilities 68,796.2 73,829.0 79,434.1 83,056.7 86,849.6
Financial stability measures

Y/E 31 March (RMm) 2008A 2009A 2010F 2011F 2012F
Capital strength (%)

RWCAR 14.0 15.2 15.5 16.0 16.0
Tier-1 8.4 9.7 12.4 13.1 13.8
Loan-to-deposit 94.3 88.8 86.3 86.5 86.8
Asset quality & provisions (%)

Gross NPL 6.6 4.1 4.0 3.9 3.9
Net NPL 3.7 2.6 2.4 2.4 2.3
GP/gross loans 15 1.5 15 15 15
SP/gross loans 2.9 1.6 1.6 1.6 16
Loan loss coverage 77.6 86.9 86.5 86.1 85.7
Concentration of lending (%)

Construction 17 1.9 1.8 1.8 1.8
Consumption credit 3.2 31 2.8 2.9 3.0
Housing 30.7 32.9 33.1 35.0 37.0
Working capital 175 16.6 16.9 17.7 18.6
Transportation vehicles 43.9 41.4 415 43.6 45.7
Income diversification & quality (%)

Net int incomef/total income 47.4 47.4 47.0 48.5 49.2
Non int income/total income 37.4 37.4 29.1 27.3 259

Y/E 31 March (RMm) 2008A 2009A 2010F 2011F 2012F
Interest income 3,768.9 3,793.4 3,717.1 4,009.7 4,268.2
Interest expense (2,153.1) (2,017.1) (2,025.6) (2,117.9) (2,214.7)
Net interest income 16158 1,776.3 11,6915 1,891.8 2,053.5
Islamic banking 517.1 572.6 858.9 9448 1,039.3
Fee/commission income 534.3 457.0 449.2 455.7 462.7
Investment income 246.0 11.9 83.1 83.8 84.4
Other income 493.8 501.5 514.3 525.5 536.0
Non interest income 1,274.1 9704 1,046.5 11,0650 1,083.2
Total income 3,407.0 3,319.3 3,597.0 3,901.6 4,176.0
Operating expenses (1,221.3) (1,269.2) (1,339.6) (1,437.4) (1,542.6)
Insurance commissions/claims ~ (370.8) (391.3) (427.0) (465.7) (508.2)
Pre-provision profit 18148 11,6588 1,830.3 11,9985 2,125.2
Forex gains/losses 0.0 0.0 0.0 0.0 0.0
Loan loss provisions (512.2) (344.2)  (423.5) (438.5) (458.6)
Other provisions 0.0 0.0 0.0 0.0 0.0
Associates 0.0 (0.2) 0.2) (0.2) 0.2)
Impairments (108.2) (96.8) (46.1) (3.5) (3.5)
Pretax profit 1,1944 12176 11,3605 15563 1,662.9
Taxation (383.6) (339.4) (340.1) (389.1) (415.7)
Minorities (142.3) (17.4) (30.0) (34.3) (36.7)
Net profit 668.5 860.8 990.4 11,1329 11,2105
Growth rates (%)
Net interest income 18 10 (5) 12 9
Non interest income 7 (24) 8 2 2
Pre-provision profit 9 9) 10 9 6
Pretax profit n/a 2 12 14 7
Net profit n/a 29 15 14 7
Profitability & efficiency ratios
Y/E 31 March (RMm) 2008A 2009A 2010F 2011F 2012F
Profitability measures (%)
Yield on earning assets 53 4.8 4.3 4.4 4.4
Ave cost of funds (3.2) (2.8) (2.6) (2.6) (2.6)
Net interest spread 2.1 2.0 1.7 1.8 1.8
Net interest margin 2.3 2.3 2.0 21 2.1
Cost-to-income 40.6 45.3 43.9 43.8 44.3
Cost-to-assets 2.0 1.9 1.9 1.9 2.0
Effective tax rate 321 27.9 25.0 25.0 25.0
ROE & ROA (%)
ROE 11.1 11.6 11.7 11.6 11.2
ROA 0.8 1.0 11 11 1.2
RORWA 1.0 1.3 13 1.4 15
Share data and valuations
Y/E 31 March (RMm) 2008A 2009A 2010F 2011F 2012F
Share data (sen)
Reported EPS 24.6 31.6 32.9 37.6 40.2
Recurring fully diluted EPS 24.6 31.6 32.9 37.6 40.2
DPS 5.0 6.0 6.0 6.0 6.0
BV/share (RM) 2.6 2.8 3.1 3.4 3.8
NTA/share (RM) 1.9 2.1 25 2.9 3.2
18.8 14.6 14.0 12.3 115
PE (x) - Recurring, FDEPS 18.8 14.6 14.0 12.3 115
Dividend yield (%) 11 1.3 13 1.3 13
P/BV (x) 1.8 1.6 15 1.4 1.2
PINTA (x) 2.4 2.2 1.8 1.6 1.4
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Key to stock recommendations: Key to sector recommendations:

Buy = Share price is expected to appreciate by >10% over the next 12 months Overweight = Industry expected to outperform the market over the next 12 months
Hold = Share price is expected to move by less than +/-10% over the next 12 months Neutral = Industry expected to perform in-line with the market over the next 12 months
Sell = Share price is expected to decline by >10% over the next 12 months Underweight = Industry expected to underperform the market over the next 12 months

This report is for information purposes only and general in nature. The information contained in this report is based on data and obtained from sources believed to be reliable. However, the
data and/or sources have not been independently verified and as such, no representation, express or implied, is made with respect to the accuracy, completeness or reliability of the
information or opinions in this report. Accordingly, neither we nor any of our related companies and associates nor persons related to us accept any liability whatsoever for any direct, indirect
or consequential losses (including loss of profits) or damages that may arise from the use of or reliance on the information or opinions in this publication. Any information, opinions or
recommendations contained herein are subject to change at any time without prior notice.
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